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Comments Of North Dakota Public Service Commission
Concerning Proposals To Revise The Methodology For Determining
Federal Universal Service Support.

On April 15, 1998, the Common Carrier Bureau (“CCB") of the Federal
Communications Commission (‘FCC’ or Commission) released a Notice, DA 98-715,

seeking comment on proposals to revise the methodology for determining federal
universal service support.

The CCB requested comments on several alternative proposals, including the U
S WEST 30-50 proposal, the TIAP 100% density zone proposal, the NARUC Ad Hoc
Committee proposal and two TIAP funding proposals. Other proposals were filed later
by the Arizona Public Service and the South Dakota Public Service Commissions.

1.U S WEST 30-50 and TIAP 100% Density Zone Proposals.

The North Dakota Public Service Commission supports the U S WEST 30-50
proposal and the TIAP density zone proposals.

North Dakota is a sparsely populated state with comparatively few low cost lines
when compared to the number of high cost lines. Our ratio of high cost lines to low
cost lines is roughly one to one which means that each low cost line must support one
high cost line. In contrast, other states, such as New Jersey, have as many as 6 low
cost lines supporting one high cost line.



Also, North Dakota's high cost lines are extremely costly because of the sparse
population density in certain areas. For example, the cost of serving clusters in the
Alexander exchange in western North Dakota, as estimated through the use of the HAI

5.0a model inputs as shown on the attached sheets, ranges from $139 to $1342 per line
pre month!

Also attached is a density zone report for the same HAI 5.0a ruf which shows
that North Dakota’s universal service needs lie exclusively in the two lowest density
zones which include only 21,000 primary residential and single line business lines, more

or less, but require universal service support based on the $31/$51 benchmarks of
almost $25,000,000!

The FCC 25/75 proposal places an inordinate burden of supporting these
extremely high cost lines on the North Dakota users. The burden should be shared
more equitably by all telephone service users, not just those in North Dakota. Both the
TIAP density zone proposal and the U S WEST 30-50 proposal address this inequity
most fairly, but the North Dakota Public Service Commission is unable to prefer one or

the other until the FCC adopts a universal service fund cost model and inputs.

2. AD Hoc Committee Proposal.

The North Dakota Public Service Commission supports the Ad Hoc Committee
proposal in so far as it proposes that the universal service funds be distributed to the

state commissions for disbursement pursuant to plans developed by the states, but
otherwise opposes the proposal.

The North Dakota Public Service Commission adopts the comments of the South
Dakota Public Service Commission in its opposition to the proposal as set forth in its
recent filing. A copy of that filing is attached.

3.The 25/75 Proposal.

The North Dakota Public Service Commission has previously filed notice of its
opposition to the FCC 25/75 proposal and joins with other states in their opposition to
the proposal on the grounds that it violates the mandate of the universal service support

provisions of the Act. Prices for telephone service in rural areas must be comparable to



that in urban areas. The 25/75 proposal destroys that comparability by placing an
inordinate burden of supporting the universal service fund on the states, particularly
those states without the ability to internally support and fund universal service.

4.TIAP 40/60 Proposal.

Even though the 40/60 proposal is an improvement over the FCC's 25/75
proposal, the North Dakota Public Service Commission does not support the TIAP
40/60 proposal because it does not go far enough in equitably dividing the burden of

supporting North Dakota’s extremely high cost lines between North Dakota telephone
customers and non-North Dakota telephone customers.

5.TIAP Funding Proposals.

TIAP proposes funding the universal service through either a per line surcharge

or through a surcharge based on a percentage of the total (interstate and intrastate)
revenues.

The North Dakota Public Service Commission supports the percentage proposal.
The PSC believes that the percentage proposal would be the most fair to the low
income users and most in accord with the Act. It appears that low income customers

who typically spend less for telephone service will pay less under the percentage
proposal.

6.Arizona Line Extension support Proposal.

The North Dakota Public Service Commission supports the Arizona Commission
in its proposal for supporting in part the cost of constructing and extending service to the
homes of low-income customers in previously unserved areas. The arguments
advanced by the Arizona Commission identify a clear need for such support.

7.South Dakota Commission Proposals.

The North Dakota Public Service Commission supports the concepts advanced
by the South Dakota Commission in its proposal to provide support through either a
variable support option or a variable benchmark option, depending upon a states ability

to internally support and fund universal service, but reserves final comment thereon until
the proposals are further defined.



Respectfully submitted by the North Dakota Public Service Commission this 15"
day of May, 1998.

PUBLIC SERVICE COMMISSION

Bruce Hage Leo M. Reinbold Susan E. Wefald
Commissio President Commissioner
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Scenario Inputs

NOTE: This sheet diplays all user adjustable Inputs which vary from HM 5.0a default settings

Workfile Name:
Distribution Module Name:
Feeder Module Name:
Switching Module Name:.
Expense Module Name:

Distribution
Distribution
Distribution

Distribution
Distribution

Feeder
Feeder
Feeder
Feeder
Feeder
Feeder
Feeder
Feeder
Feeder

C:\Program Flles\HMSO\WORKFILES\HMWKND3851442.XLS
C:\Program Fllies\HMS0\MODULES\RS0a_distribution.xls
C:\Program Flles\HMSO\MODULES\R50a_feeder.xls
C:\Program Flles\HMSO\MODULES\RS0a_switching_lo.xls
C:\Program Flles\HMSO\MODULES\R50a_expense_density.xis

Aerial Cable Fraction - 650
Aerial Cable Fraction - 850
Aerial Cable Fraction - 2550
Aerial Cable Fraction - 5000
Aerial Cable Fraction - 10000
Local RT - Maximum Total Distance
Copper Aerial Fraction - 0
Copper Aerial Fraction - 5
Copper Aerial Fraction - 100
Copper Aerial Fraction - 200
Copper Aerial Fraction - 650
Copper Aerial Fraction - 850
Copper Aerial Fraction - 2550
Copper Aerial Fraction - 5000
Copper Aerial Fraction - 10000

Page 1

0.85
18000
0.5
0.5
0.5
04
0.3
0.2
0.15
0.1
0.05



Feeder

Copper Buried Fraction - 0
Copper Buried Fraction - 5
Copper Buried Fraction - 100
Copper Buried Fraction - 200
Copper Buried Fraction - 650
Copper Buried Fraction - 2550
Copper Buried Fraction - 5000
Copper Buried Fraction - 10000
Fiber Aerial Fraction - 0

Fiber Aerial Fraction - 5

Fiber Aerial Fraction - 100
Fiber Aerial Fraction - 200
Fiber Aerial Fraction - 650
Fiber Aerial Fraction - 850
Fiber Aerial Fraction - 2550
Fiber Aerial Fraction - 5000
Fiber Aerial Fraction - 10000
Fiber Buried Fraction - 0
Fiber Buried Fraction - 5
Fiber Buried Fraction - 100
Fiber Buried Fraction - 200
Fiber Buried Fraction - 650
Fiber Buried Fraction - 2550
Fiber Buried Fraction - 5000
Fiber Buried Fraction - 10000
Cost of Debt

Cost of Equity

Tax Rate

Other Taxes Factor

Distribution Aerial Shring Fraction - 5

Scenario inputs

Distribution Aerial Shring Fraction - 100
Distribution Aerial Shring Fraction - 200
DhuMonAahlSMagFracﬁon-sso
Distribution Aerial Shring Fraction - 850
Distribution Aerial Shring Fraction - 2550
Distribution Aerial Shring Fraction - 5000
Distribution Aerial Shring Fraction - 10000
Distribution Buried Shring Fraction - 0
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0.93

0.9
0.83
0.83
0.83
0.15
0.15

0.05
0.05

0.97

0.45
0.45
0.45
0.4
03
0.1
0.05
0.05
0.35
0.35
0.35
03
0.3
0.2
0.15
0.1
0.05
06
06
0.6
0.6
0.3
0.1
0.05
0.05
0.077
0.119
0.3925
0.05
0.33
0.26
0.26
0.25
0.25
0.25
0.25
0.25
0.33



Scenario Inputs

Distribution Buried Shring Fraction - 5
Distribution Buried Shring Fraction - 100
Distribution Buried Shring Fraction - 200
Distribution Buried Shring Fraction - 650
Distribution Buried Shring Fraction - 850
Distribution Buried Shring Fraction - 2550
Distribution Buried Shring Fraction - 5000
Distribution Buried Shring Fraction - 10000
Distribution Underground Shring Fraction - 0
Distribution Underground Shring Fraction - 5
Distribution Underground Shring Fraction - 100
Distribution Underground Shring Fraction - 200
Distribution Underground Shring Fraction - 650
Distribution Underground Shring Fraction - 850
Distribution Underground Shring Fraction - 2550
Distribution Underground Shring Fraction - 5000
Distribution Underground Shring Fraction - 10000
Feeder Aerial Shring Fraction - 5

. Feeder Asrial Shring Fraction - 100

Feeder Aerial Shring Fraction - 200
Feeder Aerial Shring Fraction - 650
Feeder Aerial Shring Fraction - 850

Feeder Aerial Shring Fraction - 2550
Feeder Asrial Shring Fraction - 5000
Feeder Aerial Shring Fraction - 10000
Feeder Underground Shring Fraction - 0
Feeder Underground Shring Fraction - 5
Feeder Underground Shring Fraction - 100
Feeder Underground Shring Fraction - 200
Feeder Underground Shring Fraction - 650
Feeder Underground Shring Fraction - 850
Feeder Underground Shring Fraction - 2550
Feeder Underground Shring Fraction - 5000
Feeder Underground Shring Fraction - 10000
Feeder Buried Shring Fraction - 0

Feeder Buried Shring Fraction - 5

Feeder Buried Shring Fraction - 100
Feeder Buried Shring Fraction - 200
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0.93

0.8
0.66
0.86
0.86
0.66
0.66
0.66
0.66
0.66
0.66
0.66
0.66
0.66
0.66
0.66
0.66

05

0.5

05

0.5

0.5

05

0.5

0.5
0.66
0.66
0.66
0.66
0.66
0.66
0.66
0.66
0.66
0.99
0.93
0.86
0.77

0.33
0.33
0.33
0.33
0.33
0.33
0.33
0.33

0.5
0.5
0.5
0.4
0.33
0.33
0.33
0.33
0.33
0.25
0.256
0.25
0.25
0.25
0.25
0.25
05
05
04
0.33
0.33
0.33
0.33

. 033

0.33
04
0.4
04
0.4



Scenario Inputs

Feeder Buried Shring Fraction - 650

Feeder Buried Shring Fraction - 850

Feeder Buried Shring Fraction - 2550

Feeder Buried Shring Fraction - 5000

Feeder Buried Shring Fraction - 10000

Motor Vehicles - Economic Life

Garage Work Equipment - Economic Life

Other Work Equipment - Economic Life
Buildings - Economic Life
Fumiture - Economic Life

Office Support Equipment - Economic Life
Company Comm. Equipment - Economic Life
General Purpose Computer - Economic Life
Digital Electronic Switching - Economic Life
Operator Systems - Economic Life

Digital Circuit Equipment - Economic Life

Public Telephone Terminal Equipment - Economic Life
Poles - Economic Life

Aerial Cable - metailic - Economic Life

Aerial Cable - non metallic - Economic Life
Underground Cable - non metallic - Economic Life
Buried - metallic - Economic Life

Buried - non metalflic - Economic Life
Intrabuilding Cable - metallic - Economic Life
Intrabuilding Cable - non metallic - Economic Life
Conduit Systems - Economic Life

Motor Vehicles - Net Salvage %

Garage Work Equipment - Net Salvage %
Other Work Equipment - Net Salvage %
Buildings - Net Salvage %
Furniture - Net Sailvage %

Office Support Equipment - Net Salvage %
Company Comm. Equipment - Net Salvage %
General Purpose Computer - Net Salvage %
Digital Electronic Switching - Net Saivage %
Operator Systems - Net Salvage %

Digital Circuit Equipment - Net Salvage %
Public Telephone Terminal Equipment - Net Salvage %

Page 4

0.66
0.66
0.66
0.66
0.66
10
14
14
54
15
13

16

11.5

18
18
25
25
21
25
20
25
56
0.14

0.1
0.1

-0.01
0.05

0.05

0.4

0.4

04

04

04
8.24
12.22
13.04
46.93
15.92
10.78
7.4
6.12
16.17
9.41
10.24
76
30.25
20.61
26.14
26.45
21.57
25.91
18.18
26.11
56.19
0.1121
-0.1071
0.0321
0.0187
0.0688
0.0691
0.0376
0.0373
0.0297
-0.0082
-0.0169
0.0797



Expense
Expense

Expense
Labor Adjustments

Scenario Inputs

Poles - Net Salvage %

Aerial Cable - metallic - Net Salvage %

Aerial Cable - non metallic - Net Saivage %
Underground Cable - metaliic - Net Salvage %
Underground Cable - non metaiiic - Net Salvage %
Buried - metallic - Net Salvage %

Buried - non metaftic - Net Salvage %
Intrabuliding Cable - metallic - Net Salvage %
Intrabuiiding Cable - non metallic - Net Salvage %
Conduit Systems - Net Saivage %
Regional Labor Adjustment Factor

Page 5

-0.72
0.4
04

-0.17

-0.17
-0.1
-0.1

-0.14

-0.14

-0.18
0.74

-0.8998
-0.2303
-0.1753
-0.1826
-0.1458
-0.0839
-0.0858
-0.1574
-0.1052
-0.1034
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FEDERAL COMMUNICATIONS COMMISSION
... Washington, D.C. 20554

FE

Inﬁe Mamr of

) ’ CCW No. 96'45
Federal-Shu Joint Board on )
)

Universal Service

EX PARTE MEETING - PROXY COSTS MODELS

ALTERNATIVE SUPPORT PROPOSAL

The South Dakota Public Utilities Commission ("SDPUC") does not support
the altemative distribution proposal for high cost support that was developed by
an Ad_ Hoc Staff Group and was presented to staff members of the Federal

Communications Commission ("FCC™) on January 15th and 16th 1998. The
following is submitted to express and explain SDPUC's concerns:

There are two many other factors related to the embedded such as the age of

the plant and the rate of depreciation. Using embedded penalizes states wnth
older plant and high depreciation rates.

Compare two states that are fairly comparable in population. When you look at
density, lowa has 50% of its lines in the four lowest density zones while Kansas
has 35%. So lowa is slightly more rural. Using the blended model lowa would
receive $.63 more per line than Kansas, fairly comparable. Yet on the

embedded basis Kansas receives $2.99 per line support, while lowa receives
$.21 cents per line.

The Act states that urban and rural areas are to have comparable service and
rates. This will not happen if there is no support for upgrading service in rural

20i§
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From: South Dakota PUC To: pat tahn

Date: 8/11/98 Time: 5:04:26 PM

areas. By using the older plafuasmebaslsforsuppottﬂ\eplan

mmmmm@mmmmm%wm
bytheAct. ~

mmodelsarem"adtopmvuesupportforasetofsemcesmathasbeen
defined as universal service. By using the embedded cost, that only include the
loop cost, you do not provide sufficient suppoit in the high cost areas to provide

- thoseuniversal services. Those states whese support is calculated. using the

provided supportfor digial switching and wil have the capebllty to
uitoes upiifiade services ¥ slipport the required services. A state that is provided

.smpouushg ﬂ\eembeddedoostdoes nothavethe oostoftheswttch
- corisidered for support.

nmmmmm.mhmdmmm.mmaoam
is working on this problem and we should give the joint board and the parties the

. opportunity to corect the models and.not substitute an embedded number that

puts: the issuance of support on a basis that is not comparable among states.

When you use state-wide averaging you are continuing the |mpl|c|t subsidy of
rate averaging.

In states such as South Dakota where you have a large number of small

companies, the proposal does not provide sufficient support to the small
companies by including them in the state wide average.

We can't assure that .the small companies will be held harmless and they will

receive the same amount. We have some areas of USW serving area that have
just as high cost as the small companies.

Under this proposal, the USW exchanges that have been sold and were not

receiving funding before will not receive funds. Some of these exchanges had Ve

very old plant and the buyers were depending on universal service funding to
assist in upgrading the plant.

3. |mplementation

uire the llection of ILEC's costs
for cal tion of ort based on embedded costs

This requirement on the ILECs but not the CLECs would be anticompetitive

Page 30f5



From: South Dakota PUC To: pat fshn Date: 3/11/98 Time: 5:04:26 PM

“The proposal wil require calculating embadded.cost and model.cost. It would

.wmmmmamazmmmw It seems

Mmmmmmmwmmm
on the ILECs in the future.

;_Omdﬁtemmddsmpmpoaedwaseommemwndbe
mwmmmmm;monmmmmm
. PMWmﬂnbﬂofmﬁedded—WmGLECs

‘ .,.mldm.ormtmmsbmdonme&mmw mﬂsnot
eoumllvelyml

s vaung support calculated oneither the modet's costs, the embedded costs, -
‘ or the current support.received is not.comparable. Support received based
upoeﬁnmoddhchﬂesumpoﬂformﬂewemwmwmwideme

services defined as universal service. The support received based upon the -
embedded cost or the current support, receive support for only -the depreciated

Ioop cost.

04 states receive support based on the blended models

19 states receive support based on the embedded costs

20 receive support based on the amaunt received under the current USF
07 states receive no support

22 states receive more support than provided by the current fund.

In many cases the resuits don't make sense.

Under the models Louisiana would receive support of 65 m, under the
embedded they would receive 126 m, under the current system they receive
46m. Louisiana's support would be the 65 m calculated by the models.

lowa would receive 138 m under the models, nothing under the embedded, and
4 m under the hold harmiess.

South Dakota would receive 93 m under the models, 4 m under the embedded
and 6 m under the hold harmless.

Why is there so much difference between the support calculated fr g the ,
blended mode!. the embedded and what the state currenlly receive., Especially
when you consider that the current cost i1s calculated on the same embedded
cost.

Page dot5



From: South Dakota PUC To: pat fahn

Dale: 8/11/98 Time: 5:04:26 PM

Page 50t 5

lnﬁnmpuﬁsmﬂutsﬁeswﬂnammoporﬂmofmumsinmemral
areas may aiso have a higher proportion of customers at risk from rate
dewenglng (pg 9, 3rt paragraph) mmmum Vefmont
pammgewﬂmhﬂn ZOnes: sm;ma% and ND 15%
=mmmmwvmmmw Yefm%wamse
only $.46 per line and SD will recelve no increase at all ' Wiillé Maind:dhd a
Vemmont will receive increases of $3.41 and $7.11 per line. HwareNDandSD
these equally rurel states, suppose to support deaveraging.’

- a) Regarding aufficlency - The plan was designed to achieve a given bottom
line and nothing says that using the fower of the embedded cost , the model's
oostortheholdhamﬂes‘sisgoingtometmesufﬁciencystandardintheAct.

b) Competitively neutral - distributing support on the basis of the incumbents
cost is not competitively neutral.

c) Will not meet the goal of reaso ates within a state or

between states. Some states with veiy htgh oost areas will not receive sufficient
support to maintain comparable rates.

-

The SDPUC respectfully requests that the FCC consider the positions stated in
this filing.

Respectfully submitted by the South Dakota Public Utilities Commission this 19th
day of February 1998.

’
bt Ay

James A. Burg Pam Nelson Laska Schoenfelde(/
Chairmau Commissioner Commissioner
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STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Before the

Federal Communications Commission
Washington, D. C. 20554

In the Matter of Federal-State) CC Docket No. 96-45 and
Joint Board on Universal Service) 97-160 (DA 98-715)

AFFIDAVIT OF SERVICE BY ORDINARY MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH

Jeanette J. Filler deposes and says that:

She is over the age of 18 years and not a party to this action and , on the 15" day of May, 1998, she
deposited in the United States Mail, Bismarck, North Dakota, envelopes by first class mail, fully
prepaid, securely sealed, each containing a photocopy of:

Comments of North Dakota Public Service Commission Concerning Proposals to Revise the
Methodology for Determining Federal Universal Service Support

The envelopes were addressed as follows:

See attached List

Each address shown is the respective addressee’s last reasonably ascertainable post office address.

Subscribed and sworn to before me

Notary Public




The Honorable Susan Ness, Chair,
Commissioner

Federal Communications Commission
1919 M Street, N.W., Room 832
Washington, DC 20554

The Honorable Harold Furchtgott-Roth, Commissioner
Federal Communications Commission

1919 M Street, N.W., Room 802

Washington, DC 20554

The Honorable Gloria Tristani, Commissioner
Federal Communications Commission

1919 M Street, N.W., Room 826
Washington, DC 20554

The Honorable Julia Johnson, State Chair, Chairman
Florida Public Service Commission

2540 Shumard Oak Blvd.

Gerald Gunter Building

Tallahassee, FL 32399-0850

The Honorable David Baker, Commissioner
Georgia Public Service Commission

244 Washington Street, S.W.

Atlanta, GA 30334-5701

The Honorable Laska Schoenfelder, Commissioner
South Dakota Public Utilities Commission

State Capitol, 500 East Capitol Street

Pierre, SD 57501-5070

The Honorable Patrick H. Wood, 111, Chairman
Texas Public Utility Commission

1701 North Congress Ave.

Austin, TX 78701

Martha S. Hogerty

Missouri Office of Public Council
301 West High Street, Suite 250
Truman Building

Jefferson City, MO 65102



Charles Bolle

South Dakota Public Utilities Commission
State Capitol, 500 East Capitol Street
Pierre, SD 57501-5070

Deonne Bruning

Nebraska Public Service Commission
300 The Atrium, 1200 N Street,

P.O. Box 94927

Lincoln, NE 68509-4927

James Casserly

Federal Communications Commission
Commissioner Ness's Office

1919 M Street, N.W., Room 832
Washington, DC 20554

Rowland Curry

Texas Public Utility Commission
1701 North Congress Avenue
P.O. Box 13326

Austin, TX 78701

Ann Dean

Maryland Public Service Commission
16th Floor, 6 Saint Paul Street
Baltimore, MD 21202-6806

Bridget Duff, State Staff Chair
Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, FL 32399-0866

Irene Flannery, Federal Staff Chair
Federal Communications Commission
Accounting and Audits Division
Universal Service Branch

2100 M Street, N.W., Room 8922
Washington, DC 20554

Paul Gallant

Federal Communications Commission
Commissioner Tristani's Office

1919 M Street, N.W., Room 826
Washington, DC 20554



Lori Kenyon

Alaska Public Utilities Commission
1016 West Sixth Avenue, Suite 400
Anchorage, AK 99501

Mark Long

Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahasse, FL 32399-0866

Sandra Makeeff

lowa Utilities Board

Lucas State Office Building
Des Moines, IA 50319

Kevin Martin

Federal Communications Commission
Commissioner Furchtgott-Roth's Office
1919 M Street, NW., Room 802
Washington, DC 20554

Philip F. McClelland

Pennsylvania Office of Consumer Advocate
1425 Strawberry Square

Harrisburg, PA 17120

Barry Payne

Indiana Office of the Consumer Counsel
100 North Senate Avenue, Room N501
indianapolis, IN 46204-2208

James Bradford Ramsey

National Association of Regulatory Utility Commissioners
1100 Pennsylvania Ave., N.W.

P.O. Box 684

Washington, DC 20044-0684

Brian Roberts

California Public Utilities Commission
505 Van Ness Avenue

San Francisco, CA 94102



Tiane Sommer

Georgia Public Service Commission
244 Washington Street, S.W.
Atlanta, GA 30334-5701

Sheryl Todd (plus 8 copies)

Federal Communications Commission
Accounting and Audits Division
Universal Service Branch

2100 M Street, NW., Room 8611
Washington, DC 20554



